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SUBJECT: ADB VICE PRESIDENCY 

1 . IN EXECUTIVE SESSION ON MARCH 2, ADB BOARD OF DIRECTORS 
UNANIMOUSLY SUPPORTED ADB PRESIDENT’S RECOMMENDATIONS THAT 
BANK SHOULD HAVE TWO VICE PRESIDENTS AND THAT DR. KATZ BE 
APPOINTED TO NEW POST OF VICE PRESIDENT FOR A TERM OF FIVE 
YEARS WITH EFFECTIVE FROM APRIL 1, 1978. PRESS RELEASE BEING 
ISSUED AND WILL BE POUCHED. 

2. SEVERAL DMC DIRECTORS AND CANADIAN ED SAID THEY 
WELCOMED REMARK IN PRESIDENT'S INTRODUCTORY STATEMENT 
WHERE HE INDICATED POSSIBILITY THAT AT SOME FUTURE TIME 
CONSIDERATION MIGHT BE GIVEN TO A THIRD VICE PRESIDENT. 

3. AFTER EDS HAD EXPRESSED WARM SUPPORT FOR DR. KATZ'S 
APPOINTMENT, AUSTRALIAN ED OBSERVED THAT ADEQUATE COMPENSATION 
AT ADB WAS ALSO A PROBLEM FOR SENIOR BANK STAFF AS WELL 
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AND THAT THERE WAS TOO MUCH COMPRESSION OF SALARIES AT 
THE TOP LEVELS. HE WAS GENERALLY SUPPORTED BY OTHER 
DONOR COUNTRYS EDS, WHILE EDS REPRESENTING DMCS GENERALLY 
FELT THAT COMPENSATION OF STAFF WAS ADEQUATE. CANADIAN 
ED THEN SUGGESTED THAT PRESIDENT SHOULD HAVE FACTUAL 
PAPER PREPARED, AS SALARY LEVEL OF SENIOR STAFF IS COM 
PLICATED IN VIEW NEED TO RECRUIT ON WIDE GEOGRAPHICAL 
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BASIS. PRESIDENT REPLIED THAT HE WOULD ASK STAFF TO 
STUDY THE MATTER. 

4. FOLLOWING IS TEXT OF PRESIDENT STATEMENT AT 
COMMENCEMENT OF EXECUTIVE SESSION: QUOTE: 

1 . BOARD MEMBERS WILL HAVE RECEIVED MY MEMORANDUM OF 
20 FEBRUARY 1978 IN WHICH I RECOMMENDED THAT THE BANK 
SHOULD HAVE TWO VICE PRESIDENTS FROM 1ST APRIL 1978 AND 
THAT MR. S. STANLEY KATZ BE APPOINTED TO THE NEW POST 
FOR A TERM OF FIVE YEARS WITH EFFECT FROM THE SAME DATE 

1. E. 1ST APRIL 1978. IN THAT MEMORANDUM I ALSO MADE 
PROPOSALS CONCERNING THE SALARY TO BE ACCORDED TO MR. 

KATZ, THE FUNCTIONS TO BE PERFORMED BY MR. KATZ AND THE 
RANKING OF THE TWO VICE PRESIDENTS FOR THE PURPOSE OF 
THE SECOND SENTENCE OF ARTICLE 35.1 OF THE BANK'S 
CHARTER. 

2. IN MAKING MY RECOMMENDATION THAT THE BANK SHOULD 
HAVE TWO VICE PRESIDENTS WITH EFFECT FROM 1ST APRIL 1978, 

I HAVE TAKEN DUE ACCOUNT OF THE VIEWS EXPRESSED 

BY SOME BOARD MEMBERS IN INFORMAL DISCUSSIONS WITH 
ME THAT CONSIDERATION MAY BE GIVEN TO THERE BEING 
THREE VICE PRESIDENTS RATHER THAN TWO. AFTER 
CAREFUL CONSIDERATION I HAVE COME TO THE CONCLUSIONS 
THAT AT THE PRESENT TIME THERE IS NOT ENOUGH JUSTIFI- 
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CATION FOR HAVING THREE VICE PRESIDENTS. IT IS ALSO MY 
IMPRESSION THAT A MAJORITY OF THE BOARD MEMBERS I HAVE 
TALKED TO CONCUR IN THIS JUDGMENT. IT IS POSSIBLE THAT 
AT SOME FUTURE TIME THERE MIGHT BE NEED FOR YET 
ANOTHER POST OF VICE PRESIDENT. IN THAT CASE DUE CON- 
SIDERATION COULD BE GIVEN TO THE MATTER AT THE APPROPRIATE 
TIME. 

3. BOARD MEMBERS ARE AWARE OF THE TAX PROBLEM WHICH 
ARISES IN RESPECT OF U.S. NATIONALS EMPLOYED BY THE 
BANK. AS MR. KATZ IS AN AMERICAN CITIZEN, I HAVE HAD 

UNDER CONSIDERATION SOME ARRANGEMENT WHEREBY HE COULD BE 
ENABLED TO WORK FOR THE BANK WITHOUT ADVERSE FINANCIAL 
IMPACT. AS INDICATED TO YOU DURING INFORMAL DISCUSSION 
A PROCEDURE KNOWN AS THE FOREIGN SERVICE RESERVE ARRANGE- 
MENT HAS BEEN UNDER CONSIDERATION. THIS HAS NOW BEEN 
WORKED OUT AND APPEARS TO ME TO BE QUITE SATISFACTORY. 
UNDER THIS ARRANGEMENT THE INCUMBENT (IN THIS CASE MR. 

KATZ) TENDERS HIS RESIGNATION FROM HIS PARENT OFFICE 
(IN THIS CASE THE U.S. DEPARTMENT OF COMMERCE), ACCEPTS 
FSR STATUS AND IS IMMEDIATELY SECONDED TO THE BANK. 

THE STATE DEPARTMENT OF THE U.S. GOVERNMENT WOULD 
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ASSUME RESPONSIBILITY FOR COMPENSATING MR. KATZ AT 
ESSENTIALLY THE SAME RATE AS FOR A SENIOR U.S. OFFICIAL 
POSTED TO MANIL. THE STATE DEPARTMENT WOULD IN 
REIMBURSEMENT, RECEIVE FROM MR. KATZ ALL REMUNERATION 
AND ALLOWANCES PAID TO HIM BY THE BANK. THE TAX 
PROBLEM I HAVE ALREADY MENTIONED IS THE SOLE RATIONALE 
FOR THE FSR ARRANGEMENT AND IT WOULD BE APPLICABLE 
ONLY TO MR. KATZ. 

4. 1 WOULD PARTICULARLY STRESS THAT THE U.S. GOVERN- 
MENT, BOTH IN THE STATE DEPARTMENT AND IN THE DEPARTMENT 
OF TREASURY, HAVE PROVIDED ME WRITTEN ASSURANCES TO 
THE EFFECT THAT THE FSR SECONDMENT WOULD NOT AFFECT 
MR. KATZ'S INDEPENDENCE AND INTEGRITY IN CARRYING OUT 
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HIS DUTIES AT THE BANK IN ACCORDANCE WITH THE ARTICLES 
OF AGREEMENT OF THE BANK; AND THAT THERE WOULD BE NO 
PRESSURE, INFLUENCE OR GUIDANCE EXERTED ON MR. KATZ 
FROM OR BY THE U.S. GOVERNMENT. MR. KATZ HIMSELF WILL 
ALSO SIGN A STATEMENT AFFIRMING ADHERENCE TO THE PRINCI- 
PLE LAID DOWN IN THE FIRST SENTENCE OF ARTICLE 36.3 OF 
THE ARTICLES OF AGREEMENT OF THE BANK. 

5. 1 TRUST YOU WILL FIND THESE ARRANGEMENTS SATISFACTORY. 

I SHALL BE GRATEFUL TO HAVE YOUR APPROVAL OF THE 
RECOMMENDATIONS. UNQUOTE. 

WESTCOTT 
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